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ANNUAL  REPORT 
of  the 

ALBERTA  DAIRY  CONTROL  BOARD 
for  the  fiscal  year 
ended  March  31,  1997 


CHAIRMAN'S  MESSAGE 


I  am  pleased  to  report  on  the  activities  of  the  Alberta  Dairy  Control  Board  for  the  fiscal  year 
ending  March  31.  1997.  The  financial  statements,  audited  by  the  Office  of  the  Auditor  General, 
are  presented  along  with  a  summary  of  our  activities  for  the  fiscal  year.  We  draw  attention  to  the 
three-year  business  plan  which  is  filed  in  the  Legislature. 

On  behalf  of  the  Dairy  Board  members,  we  wish  to  thank  the  Honourable  Walter 
Paszkowski  and  the  Honourable  Ed  Stelmach  and  their  government  colleagues  for  their  on-going 
encouragement  and  support  of  our  activities  over  the  past  year.  Completion  of  the  regulator) 
review  process  resulted  in  a  streamlined,  less  intrusive  Dairy  Board  Regulation. 

The  Dairy  Board  attained  and  in  some  areas  exceeded  the  goals  spelled  out  in  the  rolling 
three  year  business  plan.  We  have  and  will  continue  to  foster  programs  which  created  increased 
valued  added  products  for  our  domestic  and  export  markets.  Considerable  focus  is  directed 
toward  improving  Alberta's  competitive  position  in  the  Canadian  and  global  food  and  beverage 
industry. 

Working  closely  with  the  dairy  industry  stakeholders,  we  were  able  to  complete  the 
negotiations  and  implement  the  W7estern  Milk  Pooling  agreement  with  the  four  western 
provinces.  The  Optional  Export  Program,  negotiated  at  the  National  Management  Committee, 
provided  producers  with  the  opportunity  of  supplying  milk  to  processors  for  products  entering 
the  global  marketplace. 

Special  appreciation  is  extended  to  those  individuals  and  organizations  who  worked  so  hard 
on  programs  and  policies  directed  toward  improving  our  Alberta  dairy  industry.  Many  changes 
were  implemented  as  a  direct  result  of  the  changing  trade  agreements  and  by  responding  to  the 
drive  to  be  more  competitive  in  the  broadly  expanded  and  much  more  competitive  trading 
markets. 

On  behalf  of  the  Board  members,  I  wish  to  extend  a  sincere  thanks  to  the  dedicated 
personnel  at  the  Dairy  Board  who  have  continuously  demonstrated  a  commitment  to  excellence. 


James  P.  Heron.  Chairman 
Alberta  Dairy  Control  Board 
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AUTHORITY  AND  MANDATE 


The  Alberta  Dairy  Control  Board  is  a  Crown  corporation,  operating  under  the  authority  of 
the  Dairy  Board  Act.  Its  purpose  is  to  control  and  regulate  the  sale  of  milk  in  Alberta.  Board 
responsibilities  cover  all  three  sectors  of  the  dairy  industry  including  fluid  milk,  industrial  milk 
and  cream. 

The  Board's  membership  consists  of  one  active  dairy  producer,  a  former  producer,  a 
former  processor,  a  consumer  representative  and  a  full-time  chairman.  The  chairman  reports 
directly  to  the  Minister  of  Agriculture,  Food  and  Rural  Development.  Nine  full-time  staff 
members  administer  dairy  policy  within  Alberta. 

The  Chairman  of  the  Alberta  Dairy  Control  Board  is  a  signatory  to  the  Comprehensive 
Milk  Marketing  Plan  (the  National  Milk  Marketing  Plan  governing  the  production  of  industrial 
milk  in  Canada).  The  Board  has  accepted  the  responsibility  of  administering  market  share 
quota,  collecting  levies  and  remitting  them  for  Alberta  producers.  James  Heron,  Chairman, 
represents  Alberta  on  the  Canadian  Milk  Supply  Management  Committee  (CMSMC).  The 
CMSMC  makes  recommendations  to  the  Canadian  Dairy  Commission  on  balancing  milk 
production  with  domestic  and  export  demand. 

Dairy  policies  are  developed  to  ensure  that  producers  and  processors  of  milk  and  cream 
have  an  opportunity  to  receive  a  fair  return  for  their  labour  and  investment.  Providing 
consumers  with  a  continuous  supply  of  high-quality  dairy  products  at  reasonable  prices  is  a 
primary  objective. 

The  Board  is  responsible  for  setting  the  producers'  price  for  industrial  milk.  By  authority 
of  the  Dairy  Board  Act,  the  Energy  and  Utilities  Board  sets  the  producer  farm  gate  price  for 
class  1  milk. 
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REPORT  ON  OPERATIONS 


The  Alberta  Dairy  Control  Board  successfully  completed  the  1 996-97  fiscal  year.  The 
producer  assessment  of  $0.02  per  kilogram  of  butterfat  delivered,  processor  assessment  of  $0.01 
per  kilogram  of  butterfat  received  from  producers,  and  government  grant  of  $139,000  financed 
the  administration  of  the  Dairy  Board  Act. 

In  response  to  price  competition  in  the  feta  cheese  market,  the  Board  implemented  a 
producer  assessment  of  $0,014  per  kilogram  of  butterfat  and  used  the  money  to  allow 
manufacturers  of  feta  cheese  access  to  milk  at  the  equivalent  of  $35.00  per  hectolitre.  The 
processor  assistance  program  ended  in  May  1997,  while  the  producer  assessment  will  continue  at 
the  same  rate  until  the  full  amount  is  collected. 

Honorariums  and  expenses  were  paid  to  citizen  members  of  the  Alberta  Dairy  Control 
Board,  producer  members  of  the  Policy  Committee.  Alberta  representatives  to  the  Canadian  Milk 
Supply  Management  Committee,  and  representatives  to  the  Western  Milk  Pooling  agreement. 
Producers  who  participated  in  and  successfully  completed  the  document  for  the  dairy  cost  study 
received  an  honorarium  of  $350.00  each.  An  honorarium  is  paid  to  the  Dairy  Nutrition  Council 
for  nutrition  education. 

Considerable  time  was  dedicated  to  resolving  the  legal  issues  involving  Olympus  Dairy 
Products  (1994)  Ltd.  and  the  joint  venture  of  producers  known  as  ''Noralta  Cheese  Producers". 

The  first  Optional  Export  Program  contract  in  Canada  was  successfully  completed  in 
February'  1997,  in  which  1.5  million  litres  of  additional  milk  were  produced  and  exported.  A 
second  contract  for  2.5  million  litres  was  approved.  Expediting  these  contracts  was  a  priority  to 
increase  the  size  and  efficiency  of  the  Alberta  dairy  industry  through  increased  trade. 

Following  extensive  consultation,  two  outdated  and  onerous  regulations  were  consolidated 
into  one  simpler,  less  intrusive  regulation,  Dairy  Board  Regulation,  Alberta  Regulation  207/96. 
Successful  administration  of  the  Dairy  Board  Act.  Regulation  and  policies  included  accurate 
producer  payment  and  processor  audit. 

The  Board  commenced  the  twenty-second  year  of  a  producer  equalization  pool. 

A  Western  Milk  Pooling  agreement  was  signed  resulting  in  pooling  of  all  producer  in-  quota 
milk  returns  in  the  western  provinces  of  British  Columbia.  Saskatchewan,  Manitoba  and  Alberta. 
Alberta  entered  the  accord  with  35.2%  of  the  production  base.  Producers  share  income  on  the 
proportion  of  total  milk  solids  produced  during  each  month.  This  agreement  effectively  removed 
the  last  barrier  to  interprovincial  trade. 
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Consolidation  and  plant  specialization  continued  to  dominate  the  dairy  industry.  Nestle's 
purchase  of  the  ice  cream  and  frozen  dessert  business  from  Agrifoods  International  Cooperative 
Ltd.,  and  consolidation  of  ice  cream,  yogurt  and  cottage  cheese  production  to  Alberta  are 
examples.  The  Barrhead  milk  drying  operation  was  closed.  Sunrise  Dairies  Ltd.  commenced 
operations,  manufacturing  feta  cheese,  and  Canada  Dairies  and  Food  Processing  Inc.  opened  the 
Smoky  Lake  Plant. 

Producer  numbers  continue  to  decline,  while  the  average  farm  size  continues  to  increase. 
Six  hundred  million  litres  of  milk  were  produced  by  1,058  producers  with  an  average  daily 
production  of  1,557  litres  per  farm.  The  farm  gate  value  of  milk  and  cream  exceeded  $310 
million  with  a  wholesale  value  in  excess  of  $625  million.  The  dairy  industry  is  unique  in  that 
1 00%  of  all  production  is  further  processed  and  value  added. 

Dairy  Board  staff  continue  their  dedication  to  provide  the  best  possible  service  to  producers, 
processors,  consumers  and  other  clients.  On  behalf  of  all  staff,  I  thank  members  of  the  Dairy 
Board  for  their  continuing  support  and  dedication  to  the  long  term  competitive  health  of  the  dairy 
industry.  We  also  thank  and  appreciate  our  industry  partners  who  worked  cooperatively  with 
Board  staff  to  create  a  more  efficient  and  competitive  Alberta  dairy  industry. 

Respectfully  submitted, 


Lloyd  Johnston 
Managing  Director 
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AUDITOR 
GENERAL 


Alberta 


AUDITOR'S  REPORT 


To  the  Members  of  the 

Alberta  Dairy  Control  Board 

I  have  audited  the  statement  of  financial  position  of  the  Alberta  Dairy  Control  Board  as  at 
March  31,  1997  and  the  statements  of  operations,  changes  in  net  assets  and  changes  in  financial 
position  for  the  year  then  ended.  These  financial  statements  are  the  responsibility  of  the  Board's 
management.  My  responsibility  is  to  express  an  opinion  on  these  financial  statements  based  on 
my  audit. 

I  conducted  my  audit  in  accordance  with  generally  accepted  auditing  standards.  Those  standards 
require  that  I  plan  and  perform  an  audit  to  obtain  reasonable  assurance  whether  the  financial 
statements  are  free  of  material  misstatement.  An  audit  includes  examining,  on  a  test  basis, 
evidence  supporting  the  amounts  and  disclosures  in  the  financial  statements.  An  audit  also 
includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by 
management,  as  well  as  evaluating  the  overall  financial  statement  presentation. 

In  my  opinion,  these  financial  statements  present  fairly,  in  all  material  respects,  the  financial 
position  of  the  Board  as  at  March  31,  1997  and  the  results  of  its  operations  and  the  changes  in  its 
financial  position  for  the  year  then  ended  in  accordance  with  generally  accepted  accounting 
principles. 


'jUAjUUjI  FCA 

Auditor  General 


Edmonton,  Alberta 
May  30,  1997 


ALBERTA  DAIRY  CONTROL  BOARD 


STATEMENT  OF  FINANCIAL  POSITION 


AS  A  I  MARCH  31,  1997 

1  (\C\~7 

1997 

1996 

Budget 

Actual 

Actual 

(Note  14) 

ASSETS 

Current: 
Cash 

Due  rrom  processors,  producers 

and  others  (Note  3) 
Prepaid  expenses 

S  1,085,537 
400,000 

S 

1,237,826 

225,258 
685 

S 

1,242,527 
411,260 

1,485,537 

1,463,769 

1,653,787 

Capital  assets  (Note  4) 

43,636 

77,022 

50,635 

Trust  assets  (Note  5) 

1,529,173 
2,900,000 

1,540,791 
8,556,579 

1,704,422 
2,940,367 

S  4,429,173 

$ 

10,097,370 

S 

4,644,789 

LIABILITIES  AND  NET  ASSETS 

Current: 

Due  to  producers 
Accounts  payable 

Current  portion  of  obligation  under 
capital  leases  (Note  6) 

$  400,000 

s 

120,000 
235,126 

3,571 

S 

330,620 
92,523 

3,207 

400,000 

358,697 

426,350 

Obligation  under  capital  leases  (Note  6) 
Pension  liability  (Note  7) 

9,123 
147,000 

5,552 
122,583 

9,123 
143,899 

556,123 

486,832 

579,372 

Net  assets 

973,050 

1,053,959 

1,125,050 

1,529,173 

1,540,791 

1,704,422 

Trust  liabilities,  Schedule  1 

2,900,000 

8,556,579 

2,940,367 

$  4,429,173 

s 

10,097,370 

S 

4,644,789 

The  accompanying  notes  and  schedule 
are  part  of  these  financial  statements. 


ALBERTA  DAIRY  CONTROL  BOARD 


STATEMENT  OF  OPERATIONS 
FOR  THE  YEAR  ENDED  MARCH  31,  1997 


1997  1996 


Budget 

Actual 

Actual 

(Note  14) 

REVENUE 

Producer  assessments 

$  418,000 

$  437,480 

S  424,355 

Processor  assessments 

209,000 

218,187 

211,652 

Feta  cheese  assessment  (Note  8) 

241,000 

253,486 

Government  contribution  to  administration 

costs  (Note  9) 

139,000 

139,000 

162,000 

Other  income 

2,430 

1,007,000 

1,050,583 

798,007 

EXPENSE 

Salaries  and  benefits  (Note  10) 

545,000 

502,977 

477,287 

Feta  cheese  assistance  (Note  8) 

241,000 

253,486 

Travel  and  conference  fees 

101,000 

108,320 

100,343 

Investigation  (Note  11) 

90,000 

102,705 

25,558 

General  office 

48,000 

56,270 

50,394 

Grants 

37,000 

33,966 

37,742 

Data  processing 

65,000 

35,313 

22,775 

Amortization  of  capital  assets 

32,000 

28,576 

48,470 

Net  quota  exchange  transfers  (Note  12) 

61 

(111) 

Bad  debts 

3,375 

1,159,000 

1,121,674 

765,833 

Excess  (deficiency)  of  revenue  over 

expense  for  the  year 

$  (152,000) 

$  (71,091) 

S  32,174 

ALBERTA  DAIRY  CONTROL  BOARD 


STATEMENT  OF  CHANGES  IN  NET  ASSETS 
FOR  THE  YEAR  ENDED  MARCH  31,  1997 

1997 


Invested  in 
Capital 
Assets 


Restricted 
for  Quota 
Exchange 
(Note  12) 


Unrestricted 


Total 


1996 


Total 


Balance  at  beginning  of  year        $    50,635        S    11,804        S    1,062,611        S    1,125,050       S  1,092,876 


Excess  (deficiency)  of 

revenue  over  expense 
for  the  vear 


Purchase  of  capital  assets  54,963 

Amortization  of  capital 

assets  (28,576) 

Net  quota  exchange 
transfers 


(6i: 


(71,091)  (71,091 
(54,963) 

28,576 
61 


32,174 


Balance  at  end  of  vear 


S  77,022 


S    11,743        S      965,194        S    1,053,959        S  1,125,050 


ALBERTA  DAIRY  CONTROL  BOARD 


STATEMENT  OF  CHANGES  IN  FINANCIAL  POSITION 
FOR  THE  YEAR  ENDED  MARCH  31,  1997 


1997  1996 


Budget 

Actual 

Actual 

(Note  14) 

Operating  activities: 

Excess  (deficiency)  of  revenue  over  expense 

for  the  year 
Add  (deduct)  non-cash  charges: 
Amortization  of  capital  assets 
Increase  (decrease)  in  pension  liability 

$  (152,000) 

32,000 
3,100 

$  (71,091) 

28,576 
(21,316) 

$  32,174 

48,470 
5,865 

(116,900) 

(63,831) 

86,509 

Net  change  in  non-cash  operating  working 
capital  items  (Note  13) 

(15,090) 

117,300 

(168,057) 

Net  cash  provided  by  (applied  to)  operating 
activities 

(131,990) 

53,469 

(81,548) 

Investing  activities: 

Purchase  of  capital  assets 

(25,000) 

(54,963) 

(21,613) 

Net  cash  applied  to  investing  activities 

(25,000) 

(54,963) 

(21,613) 

Financing  activities: 

Decrease  in  obligation  under  capital  leases 

(3,207) 

(3,041 ) 

Net  cash  applied  to  financing  activities 

(3,207) 

(3,041) 

Net  decrease  in  cash 

(156,990) 

(4,701) 

(106,202) 

Cash  at  beginning  of  year 

1,242,527 

1,242,527 

1,348,729 

Cash  at  end  of  year 

S  1,085,537 

$  1,237,826 

S  1,242,527 

ALBERTA  DAIRY  CONTROL  BOARD 


NOTES  TO  THE  FINANCIAL  STATEMENTS 


MARCH  31,  1997 


Note  1 


Authority  and  Purpose 


The  Alberta  Dairy  Control  Board  (the  "Board")  operates  under  the  authority  of  the 
Dairy  Board  Act,  Chapter  D-l,  Revised  Statutes  of  Alberta  1980,  as  amended. 

The  Board  was  established  to  control  and  regulate  the  sale  of  milk  in  Alberta.  Its 
responsibilities  cover  all  three  sectors  of  the  dairy  industry  including  fluid  milk, 
industrial  milk  and  cream. 


(a)  Cash 

Cash  consists  of  deposits  in  the  Consolidated  Cash  Investment  Trust  Fund  of 
the  Province  of  Alberta.  The  Fund  is  invested  primarily  in  securities  maturing 
in  less  than  one  year  which  are  either  issued  or  guaranteed  by  the  Canadian 
federal  and  provincial  governments,  deposits  given  by  or  guaranteed  by 
chartered  banks,  or  short-term  investment-grade-quality  notes  of  Canadian 
corporations.  Interest  is  earned  on  the  daily  cash  balance  at  the  average  rate  or 
earnings  of  the  Fund  which  varies  depending  on  prevailing  market  interest 
rates. 

(b)  Capital  Assets 

Capital  assets  are  recorded  at  cost  less  accumulated  amortization.  Leases 
transferring  substantially  all  of  the  benefits  and  risks  of  ownership  of  property 
are  accounted  for  as  acquisitions  of  capital  assets  financed  by  long-term 
obligations. 

Capital  assets,  other  than  equipment  under  capital  leases,  are  amortized  on  a 
straight-line  basis  over  the  estimated  useful  lives  of  the  assets  as  follows: 


Note  2       Significant  Accounting  Policies  and  Reporting  Practices 


Software  development 

Computer  hardware  and  equipment 


5  years 

3  and  5  years 


Equipment  acquired  under  a  capital  lease  is  amortized  on  a  straight-line  basis 
over  the  term  of  the  lease. 
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Note  2       Significant  Accounting  Policies  and  Reporting  Practices  (continued) 


Pension  liability  includes  the  portion  of  unfunded  pension  liability  for  the 
Public  Service  Pension  Plan  and  the  Management  Employees'  Pension  Plan 
incurred  on  behalf  of  the  Board's  employees. 


Pension  costs  comprise:  the  cost  of  pension  benefits  earned  by  employees 
during  the  year;  interest  on  the  Board's  share  of  the  unfunded  pension  liability; 
the  amortization  of  deferred  adjustments  over  the  expected  average  remaining 
service  life  of  employees  which  relate  to  the  long  term;  adjustments  to  the 
pension  liability  recognized  immediately  if  there  is  reasonable  assurance  that  a 
gain  or  loss  has  been  realized;  and  the  effect  of  the  change  in  the  ratio  used  to 
allocate  the  plan's  total  unfunded  liability  to  participating  entities.  The  net 
expense  or  recovery  is  included  as  part  of  salary  and  benefits. 


(c)  Pension 


Liability 


Costs 


Note  3 


Due  from  Processors,  Producers  and  Others 


1997 


1996 


Quota  exchange 

Assessments 

Others 


$  118,560 
105,757 
941 


$  337,252 
55,502 
18,506 


$  225,258 


$  411,260 
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Note  4       Capital  Assets 


Cost 


[997 


Accumulated 
Amortization 


Net 


1996 


Net 


Software  development  S  169,244 
Computer  hardware  and  equipment  85,449 
Equipment  under  capital  leases   18.594 


146,719 
39,224 
10,322 


$  22,525 
46,225 


S  11,974 
27,009 
11,652 


$  273,287 


196,265 


S  77,022 


S  50,635 


Note  5       Trust  Assets  (see  Schedule  1 ) 


Trust  assets  comprise: 


1997 

1996 

Cash 

$  5,033,265 

$  379,266 

Due  from  processors  and  producers,  Schedule  1 

3,523,314 

2,561,101 

$  8,556,579 

$  2,940,367 

Under  the  National  Milk  Marketing  Plan,  the  Board  collects  levies  from  processors  on 
behalf  of  producers  and  forwards  the  levies  to  the  Canadian  Dairy  Commission  (the 
CDC),  a  portion  of  which  may  be  refunded  to  producers  under  certain  conditions. 
During  1996-97,  $1,435,760  ( 1995-96  $2,745,066)  was  received  from  CDC  and 
$1,642,491  (1995-96  $2,730,146)  was  refunded  to  producers.  The  Board  also  received 
a  special  class  surplus  refund  of  $4,004,235  from  CDC,  of  which  $4,003,470  was 
refunded  to  producers.  These  amounts  are  included  in  Amounts  received  and 
Amounts  paid  out,  respectively,  on  Schedule  1. 

The  Board  has  an  agreement  to  collect  levies  for  milk  promotion,  universal 
assessment,  and  education  on  behalf  of  the  Alberta  Milk  Producers'  Society  and  the 
Dairy  Nutrition  Council  of  Alberta. 

Under  section  24  of  the  Dairy  Board  Regulation,  the  Board  is  required  to  operate  a 
price  equalization  mechanism  whereby  all  producers  receive  a  fair  price  for  their  milk 
production. 
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Note  6       Obligation  Under  Capital  Leases 


The  obligation  under  capital  leases  consists  of  the  following: 


1997 

1996 

1997 

$ 

$  4,419 

1998 

4,419 

4,419 

1999 

4,419 

4,419 

2000 

1,680 

1,680 

Total  minimum  lease  payments 

10,518 

14,937 

Less  amount  representing  interest 

1,395 

2,607 

Present  value  of  net  minimum  lease  payments 

9,123 

12,330 

Less  current  portion 

3,571 

3,207 

Long-term  portion 

$  5,552 

$  9,123 

The  capital  leases  expire  on  March  31,  1999  and  May  31,  2000.  The  implicit  interest 
rates  payable  on  these  leases  are  1 1.0%  and  10.5%. 


Note  7       Pension  Liability 

The  Board  participates  with  other  employers  in  the  Public  Service  and  Management 
Employees'  pension  plans.  These  plans  provide  pensions  for  the  Board's  employees 
based  on  years  of  service  and  earnings. 

The  Board  had  an  unfunded  pension  liability  for  each  plan  as  at  March  31,  which  was 
estimated  as  follows: 

1997  1996 


Management  Employees' Pension  Plan  $  108,426  $  119,878 

Public  Service  Pension  Plan  1 4, 1 57  24,02 1 


$  122,583  $  143,899 
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Note  7       Pension  Liability  (continued) 

The  total  unfunded  pension  liability  for  each  plan  as  at  March  31,  1997  was 
determined  by  actuarial  valuations  as  at  December  31,  1995  for  the  Public  Service 
plan  and  as  at  December  31,  1994  for  the  Management  Employees'  plan,  both 
extrapolated  to  March  31,  1997. 

The  actuarial  valuations  were  determined  using  the  projected  benefit  method 
prorated  on  service.  Assumptions  used  in  the  valuations  are  based  on  each  Pension 
Board's  best  estimate  of  future  events.  Each  Plan's  future  experience  will  inevitably 
vary,  perhaps  significantly,  from  the  assumptions.  Any  differences  between  the 
actuarial  assumptions  and  future  experience  will  emerge  as  gains  or  losses  in  future 
valuations  and  will  be  amortized  over  the  expected  average  remaining  service  life  of 
the  employee  group.  Gains  or  losses  for  which  there  is  reasonable  assurance 
regarding  their  measurement  and  realization  are  recognized  in  income  immediately. 

The  Public  Sector  Pension  Plans  Act  specifies  the  basis  to  determine  the  amount  of 
the  total  unfunded  liability  for  each  plan  which  will  be  funded  by  employers.  The 
Board's  portion  of  those  employers'  liabilities  was  based  on  the  Board's  percentage  of 
the  total  pensionable  payroll  of  all  employers  in  each  Plan. 

Note  8       Feta  Cheese  Program 

The  feta  cheese  program  was  established  by  the  Board  to  help  Alberta  processors  to 
compete  with  lower  priced  milk  and  feta  cheese  products  outside  of  Alberta.  This 
program  is  funded  by  a  specific  assessment  on  producers. 

Note  9       Related  Party  Transactions 
Administration  costs 

In  addition  to  a  government  grant  of  $139,000  ( 1996  $162,000),  the  General  Revenue 
Fund  of  the  Province  of  Alberta  bears  the  cost  of  the  following: 

Administration  services,  including  legal,  audit,  and  personnel  services;  and 

Accommodation  costs,  including  office  space,  basic  utilities,  repairs, 
maintenance,  RITE  telephone  system,  office  furniture  and  certain  office 
equipment.  This  cost  has  been  estimated  at  $19,800  for  the  1997  fiscal  year 
(1996  $19,800). 


Note  9 


Related  Party  Transactions  (continued) 


Interest  on  cash  deposits 

Interest  from  cash  deposits  in  the  Consolidated  Cash  Investment  Trust  Fund,  is 
credited  directly  to  the  General  Revenue  Fund  of  the  Province  of  Alberta.  This 
interest  amounted  to  $237,000  for  the  1997  fiscal  year. 

Note  10     Salaries  and  Benefits 


1997  1996 


Number 
of 

Individuals 

Salaries'" 

Benefits 
and 
Allowances " 

Total 

Number 
of 

Individuals 

Total 

Chairman  of  the  Board 

1.0 

S  75,400 

5  12,858 

S  88,258 

1.0 

S  87,854 

Board  members 

4.0 

15,664 

15,664 

4.0 

12,875 

Policy  Committee  members 

8.0 

3,219 

3,219 

8.0 

2.579 

Managing  Director 

1.0 

68,595 

11,475 

80,070 

1.0 

75,781 

Senior  Business  and  Financial 
Analyst 

1.0 

51.953 

10,009 

61,962 

1.0 

62.187 

Other  salaried  staff  (average 
1997S36.085 
1996  S32.379) 

6.5  ,J1 

202,523 

31,640 

234.163 

5.7  (3) 

184,562 

Non-salaried  staff^41 

33,996 

33,996 

28,758 

Long-term  disability  statf 

8,951 

8,951 

8.481 

Vacation  pay  accrual  adjustment 

(1,990) 

(1,990) 

8,345 

Increase  (decrease)  in  pension  liability 

(21,316) 

(21,316) 

5.865 

S  451,350 

S  51.627 

S  502.977 

S  477.2S7 

Salaries  include  regular  base  pay,  bonuses,  overtime,  lump  sum  payments,  honoraria  and  any  other  direct  cash 
remuneration. 

Benefits  and  allowances  includes  the  Board's  share  of  all  employee  benefits  and  contributions  or  payments 
made  on  behalf  of  employees  including  pension,  health  care,  dental  coverage,  out  of  country  medical  benefits, 
group  life  insurance,  accidental  disability  and  dismemberment  insurance,  long  and  short-term  disability  plans, 
professional  memberships  and  tuition. 

Number  of  individuals  is  stated  in  terms  of  full-time  equivalents. 

Non-salaried  staff  includes  all  wage  staff  and  others  remunerated  on  an  hourly  basis. 
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Note  1 1      Investigation  and  Contingent  Liability 

During  the  year,  the  Board  continued  its  investigations  into  the  activities  of  certain 
non-licensed  producers  and  processors.  Criminal  and  civil  charges  were  commenced 
against  these  producers  and  a  processor  under  the  Canadian  Dairy  Commission  Act 
and  the  Dairy  Board  Act. 

In  obtaining  a  court  injunction  against  the  producers,  the  Board  has  guaranteed  to 
pay  damages  if  the  producers  are  found  not  guilty.  As  these  proceedings  are  ongoing, 
the  potential  outcome  is  not  determinable  and,  as  a  result,  an  estimate  of  loss  to  the 
Board  cannot  be  made. 


Note  12     Restrictions  on  Net  Assets 

The  Board  has  internally  restricted  surpluses  occurring  on  quota  exchange  transfers. 
These  net  assets  will  be  used  to  cover  any  future  quota  exchange  transaction 
deficiencies. 

1997  1996 


Sales  of  quota  $  1,343,466  $  5,360,870 

Purchases  of  quota  1,343,527  5,360,759 

Net  quota  exchange  transfers,  representing 
increase  (decrease)  in  net  assets  restricted 

for  quota  exchange  for  the  year  (61)  111 

Balance  at  beginning  of  year   1 1,804   1 1,693 


Balance  at  end  of  year 


$  11,743 


$  11,804 


Note  13     Net  Changes  in  Non-cash  Operating  Working  Capital 

Net  changes  in  non-cash  operating  working  capital  comprise: 

1997 


Due  from  processors,  producers  and  others 

Prepaid  expenses 

Due  to  producers 

Due  to  Province  of  Alberta 

Accounts  payable 


$  186,002 
(685) 
(210,620) 


142,603 


1996 


$  706,191 
35 

(847,005) 
(33,455) 
6,177 


$     117,300  $  (168,057) 


Note  14  Budget 

The  1996-97  budget  was  approved  by  the  Board  of  Directors  on  July  3,  1996. 


Note  15 


Approval  of  Financial  Statements 

These  financial  statements  were  approved  by  management. 


- 
— 

-C 

u 
00 


ON  —  CM 

m  o  oc 

in,  —  vq 

rn  —  — T 

VO  vO  fs 

m  in  00 

vO*  CM  Q\ 


CM 

T 

ON 


ON 

o 

r-T 

00 
00 


vO 
m 

o" 


< 
O 
ca 

O 
oi 

Z 

o 

u 

< 

< 
o; 

23 


t/2 

Z 


U 
< 

Z 

< 

t— 

E- 1 
on 


v_^ 


OS 
ON 


< 


< 


>  u 
■—  <u 

5  M 


z  u  ^ 


|  2  |  '§ 


3 
^1 


vO  T  00' 

CM  *—  CM 

On  rn  o 

c{  Ci  - 

T  CM  ITI 

vc  in  in 

in  m  m 


CM  oo 


o  CM 

m  vo 


CM 

o 

en 

r-. 

ON 

in 

ON 

vO* 

o" 

vo" 

CM 

m 

in 

m 

m 

<y} 

ON 

in 

ON 

in 

o_ 

rC 

VO* 

00 

oo 

in 

©_ 

m 

■<r 

oo 

o 

so 

CM 

CM 

00 

m 

CM 

ON 

o" 

in  m 
cm  vo  m 
rn 

m  m  on 

f  f 

cm  o  r-» 


—  rn 


CM 
vO" 

vq 
in" 


o 
o 


vO 

© 

ON 


ON 

m 

vo" 
m 
m 


ON 

o 


in 
m 


oc 
© 

o" 

m 


vO_ 
CM 
vO 


VO 


o 

vO 
VO 


m 

ON 
ON 

in 

ON 


vO 

m 
cm 
r-T 
in 
in 

VO* 


NO 

rn 


oo 
vq 
oc" 

CM 
CM 


O 

ON 

rC 

CM 


in 

00* 

oo 
m 


ON 

oq 
oo 

vO 
CM 


VO 

ON 


OO 


BUSINESS  PLAN 
1997/98  -  2000/2001 

SUMMARY 

The  Dairy  Board  Act  sets  out  the  regulatory  powers  of  the  board  to  "control  and  regulate  the 
sale  of  milk  in  Alberta. " 

Alberta  has  1100  dairy  producers.  The  gross  value  of  raw  milk  is  $340  million  annually.  The 
dairy  industry  has  a  positive  impact  on  the  service  industry.  The  sale  of  dairy  animals 
contribute  8-10  percent  of  the  overall  Alberta  beef  industry.  Alberta  has  20  dairy  processing 
plants,  owned  and  operated  by  13  companies.  The  wholesale  value  of  processed  dairy 
products  total  $690  million,  more  than  double  the  value  of  raw  milk.  All  Alberta  produced 
milk  is  further  processed  in  Alberta. 

Board  operating  revenue  is  received  as  follows:  55%  by  producers,  27%  by  processors  and 
18%  in  the  form  of  an  Alberta  Government  grant.  A  feta  cheese  assistance  program 
contributed  $253,000  to  revenue  and  resulted  in  a  corresponding  expenditure. 

Alberta  is  a  member  of  the  National  Milk  Marketing  Plan  and  is  represented  at  the  Canadian 
Milk  Supply  Management  Committee  meetings  by  the  Board  Chairman  and  two  industry 
representatives.  Currently,  Alberta  is  the  third  largest  dairy  province,  currently  holding  6.3% 
of  the  Canadian  industrial  milk  quota.  This  represents  a  shortfall  of  production  potential 
compared  to  our  population. 

Interprovincial  trade  barriers  between  Saskatchewan,  Alberta  and  British  Columbia  were 
removed.  Alberta  processed  fluid  milk  is  being  sold  in  British  Columbia  and  Saskatchewan. 
The  Board  has  been  instrumental  in  facilitating  interprovincial  trade.  Other  organizations  rely 
on  the  Board's  audit  function  to  verify  data  accuracy.  The  audit  function  also  ensured  accurate 
producer  payment.  Agencies  such  as  Statistics  Canada  and  the  Canadian  Dairy  Commission 
use  information  provided  by  the  Dairy  Board,  eliminating  duplication  and  improving 
information  gathering  efficiency. 

A  provincial  milk  equalization  payment  system  is  operated  by  the  Board.  This  procedure 
depends  on  a  high  level  of  cooperation  between  processors  and  the  Board.  Very  tight  time 
lines  are  maintained  to  equalize  $27  million  in  monthly  payments  between  processors  who,  in 
mm,  make  payments  to  producers. 

The  Board  provides  the  registry  for  all  quota  records  in  Alberta.  The  Board  administers  quota 
transfers  that  often  involve  lender  security,  assignment  of  producers  to  specific  processors  for 
payment,  and  collection  of  levies  as  the  agent  for  the  Canadian  Dairy  Commission. 
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Producers  and  processors  also  benefit  from  management  extension  services  offered  by  Board 
staff. 


FOUNDATION 
Mandate 

Ensure  an  adequate  supply  of  safe  quality  dairy  products  are  available  to  consumers  at 
reasonable  prices  by  ensuring  that  policies  and  services  support  a  profitable,  competitive 
market-driven  Alberta  dairy  industry. 

Roles  and  Responsibilities 

The  Alberta  Dairy  Control  Board  is  in  the  business  of  agriculture  and  food  industry 
development.  Orderly  application  of  matching  production  to  consumer  demand  ensures  a 
stable  market  and  stable  price.  The  Board  acts  as  the  industry  referee  by  providing  an  appeal 
mechanism  for  producers,  processors,  consumers  and  government.  Development  of  policies  in 
consultation  with  industry  fosters  a  competitive  market-driven  dairy  industry  and  encourages 
value-added  processing  in  Alberta. 

Dairy  farmers,  processors,  consumers,  lending  institutions,  milk  haulers,  distributors,  food 
retailers,  provincial  government  departments,  federal  government  departments  and  agencies 
and  educational  research  institutions  are  clients  of  the  Board . 

Industry  Needs  and  Opportunities 

Alberta  processors  process  100  percent  of  the  raw  milk  and  cream  produced  in  the  province. 
The  farm  gate  value  is  $340  million,  the  wholesale  value  of  processed  dairy  products  exceeds 
$690  million.  Competitive  forces  within  Canada  challenge  the  industry  to  process  products 
that  are  in  higher  consumer  demand.  Alberta  has  many  natural  advantages  for  expanded 
production  and  value-added  processing. 

Alberta  producers  are  among  the  most  efficient  in  Canada.  Average  herd  size  and  production 
per  cow  is  nearly  the  highest  in  the  country,  comparable  only  with  British  Columbia. 

Alberta  has  a  disproportionately  smaller  share  of  the  national  quota  for  industrial  milk 
compared  to  our  population.  Moderate  growth  opportunities  exist  if  we  are  successful  in 
negotiating  more  market  share  quota  for  Alberta  producers. 

Processor  efficiency  suffers  from  lack  of  scale  and  increased  distribution  cost  in  comparison  to 
Ontario  and  Quebec  processors.  We  must  encourage  increased  plant  through-put  and  ensure 
processing  and  distribution  costs  are  not  unnecessarily  increased  by  demands  of  government. 

Producers  benefit  from  an  independent  agency  that  has  access  to  client  confidential  records  to 
ensure  accurate  and  timely  payment. 
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The  Board  will  continue  to  strive  to  simplify  the  quota  administration  and  reduce  cost  to 
industry. 

Additional  market  opportunities  exist  for  producers  and  processors.  Increased  market  access 
has  been  negotiated  under  WTO.  An  Optional  Export  Program  is  now  available  for  producers 
and  processors  without  the  constraints  of  the  quota  system.  A  system  of  pooling  special  class 
market  returns  will  replace  the  majority  of  the  levy  system. 

PROGRAMS  AND  SERVICES 

The  Dairy  Control  Board  acts  as  the  industry  referee.  Alberta  is  unique  in  Canada  in  that  we 
have  an  operating  structure  that  brings  producers  and  processors  together  on  a  routine  basis  to 
discuss  industry  issues  and  make  recommendations  to  the  Dairy  Control  Board.  By  performing 
this  role,  we  will  minimize  the  conflict  and  turmoil  experienced  in  other  provinces. 

The  Board  provides  an  appropriate  appeal  mechanism  for  producers,  processors,  consumers 
and  government.  With  strong  enabling  legislation,  the  Board  can  provide  services  which  limits 
unnecessary  legal  costs  and  court  challenges. 

Interprovincial  trade  is  important  to  Alberta.  The  Board  must  assist  in  facilitating  complete 
removal  of  all  interprovincial  trade  barriers  for  milk  and  milk  products. 

To  ensure  accurate  producer  returns,  processor  records  are  audited.  Board  staff  provide 
technical  assistance  to  producers  and  processors  on  payment  procedures.  In  addition,  the 
Board  offers  liaison  with  the  Canadian  Dairy  Commission  respecting  payment,  special  class 
pooling  and  levy  deductions. 

A  market-responsive  dairy  industry  will  be  competitive.  Deregulation  that  stimulates  a  more 
competitive  market  driven  industry  while  providing  an  orderly  transition  period  is  a  goal.  The 
deregulation  process  must  continue.  Change  can  be  managed  to  prevent  short-term  economic 
disruptions. 

The  board  provides  service  to  the  industry  by  calculating  producer  payment  through  a  price 
equalization  pool. 

The  Board  sets  the  farm  gate  price  of  industrial  milk.  In  addition,  the  Board  administers  the 
producer  price  and  the  wholesale  price  of  milk  as  set  by  the  Energy  and  Utilities  Board  under 
authority  of  the  Dairy  Board  Act. 

Milk  allocation  to  processors  to  achieve  the  highest  possible  producer  returns  from  the  highest 
value-added  processing  is  a  Board  responsibility. 
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The  Board  is  responsible  for  issuing  fluid  quota  (liquid  milk)  and  market  share  quota 
(industrial)  to  producers.  As  part  of  the  service,  the  Board  maintains  a  registry  of  licensed 
producers,  quota  allotments,  security  documents  on  behalf  of  producers  and  lenders,  collects 
data  and  supplies  statistics  to  the  Canadian  Dairy  Commission,  Statistics  Canada,  Alberta 
government  agencies  and  the  dairy  industry.  Regional  pooling,  quota  movement  and 
administration  is  a  long  term  goal. 

MEASURE  ABLE  RESULTS 

Industry  referee  -  all  issues  are  addressed  immediately,  with  courtesy  and  with  widest 
possible  input  to  arrive  at  a  fair  and  reasonable  resolution. 

Appeal  board  -  all  appeals  are  received  in  writing  and  are  reviewed  by  the  Board  at  the 
earliest  date  the  information  is  available.  Personal  appearances  before  the  Board  are  available. 

Interprovincial  trade  -  all  restrictions  on  the  movement  of  milk  or  milk  products  out  of 
Alberta  have  been  removed.  Processors  pay  the  appropriate  Alberta  class  price.  Any 
processor  who  wants  to  move  product  in  or  out  of  Alberta  receives  complete  cooperation 
providing  accurate  accounting  for  the  product  is  maintained.  Regional  pooling,  quota 
movement  and  administration  is  a  long-term  goal. 

Audit  -  processor  and  producer  records  are  examined  in  sufficient  detail  and  any  necessary 
adjustments  are  made  to  achieve  accurate  payment. 

Deregulation  -  opportunities  to  further  deregulate  aspects  of  the  dairy  industry  will  be 
pursued.  Preparing  the  industry  for  more  global  trade  requires  simplification  of  regulations. 

Producer  payment  -  all  producers  are  accurately  paid. 

Milk  pricing  -  adjustments  are  made  to  the  price  of  industrial  milk  to  provide  adequate 
producer  return  and  keep  the  Alberta  further  processing  industry  competitive. 

Milk  allocation  -  the  cascading  demand  principle  be  implemented  in  a  manner  that  generates 
the  highest  possible  producer  returns. 

Quota  administration  -  respond  to  market  demand  by  allotting  quota  in  sufficient  quantities  to 
bring  about  an  adequate  supply  of  fresh  milk  to  meet  consumer  demand. 

OPERATIONS 

The  Board  is  composed  of  five  members  appointed  by  the  Lieutenant  Governor  in  Council. 
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Policy  Committee  made  up  of  key  industry  and  government  personnel  provides  advice  to  the 
board  on  policy  issues. 

Alberta  is  a  member  of  the  National  Milk  Marketing  plan;  the  Chairman  of  the  Dairy  Control 
board  is  one  signatory.  Through  the  Canadian  Milk  Supply  Management  Committee,  the 
Board  provides  input  to  the  Canadian  Dairy  Commission  on  policy  matters  affecting  the 
Alberta  dairy  industry. 

An  administrative  staff  complement  of  10  is  employed  to  carry  out  Board  policies  and 
procedures.  Staff  expertise  includes  an  auditor,  business  analyst,  quota  systems  personnel,  key 
punch  and  administrative  support.  In-house  computer  capability  that  maintains  quota,  and 
shipment  data,  receives  and  disperses  electronic  data  with  outside  agencies  with  internet 
capabilities,  will  meet  industry  needs  for  several  years. 


FINANCIAL  PLAN 


($000) 

1996/97 
Actual 

1997/98 
Forecast 

1998/99 
Estimate 

1999/2000 
Projection 

2000/2001 
Projection 

Revenue: 

Government 

139 

139 

149 

139 

139 

Producer  Assessments 

694 

864 

430 

430 

430 

Processor  Assessments 

218 

216 

221 

221 

221 

Total  Revenue 

1,051 

1,219 

800 

790 

790 

Expenditures: 

Dairy  Board  Operations 

1,122 

1,289 

800 

790 

790 

Total  Expenditures 

1,122 

1,289 

800 

790 

790 

Note: 

Deficit  budgets  for  1996/97  and  1997/98  are  financed  from  Board  reserves  to  cover  unexpected 
costs  associated  with  an  on-going  investigation  of  producers  and  processors  operating  without 
licences,  and  additional  computer  purchases  associated  with  audit  activities. 
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IMPLEMENTATION,  ACTION  OR  WORK  PLANS 


The  Board  must  maintain  an  impartial,  open  approach  that  permits  producers,  processors, 
consumers  and  government  to  have  issues  reviewed  and  resolved  in  a  cost  effective  manner. 

Policies  that  encourage  and  capture  growth  opportunities  must  be  developed.  Maintaining  and 
increasing  production  and  value-added  processing  is  a  priority.  Assist  organizations  who  are 
seeking  markets  beyond  provincial  boundaries. 

Information  gathering  and  data  transfer  must  be  accurate  and  timely.  Statistics  Canada, 
Agriculture  Canada,  Canadian  Dairy  Commission  and  Alberta  Agriculture,  Food  and  Rural 
Development  depend  on  the  integrity  of  the  Board's  data.  Audit  procedures  are  necessary  to 
verify  data  for  statistical  uses,  as  well  as  accurate  producer  payment. 

Deregulation  process  must  continue  to  promote  a  competitive  market-driven  dairy  industry. 
Short-term  industry  and  price  stability  must  not  be  sacrificed  for  the  sake  of  deregulation  and 
change.  Supply  management  has  proven  to  be  an  effective  tool  in  ensuring  consumers  receive 
a  quality  product  on  a  continual  basis  at  stable  prices.  Industry  investment  in  production  and 
processing  facilities  is  indicative  of  the  stability  brought  about  by  supply  management. 

The  Dairy  Control  Board  is  currently  82%  industry  financed.  Complete  self  sufficiency  is  a 
reasonable  longer-term  goal,  providing  appropriate  enabling  legislation  is  in  place. 
Consistency  in  terms  of  cost  recovery  compared  to  other  agriculture  sectors  is  a  reasonable 
goal. 

Calculation  of  producer  payment  through  a  price  equalization  pool  is  a  key  function  of  the 
Board.  It  is  a  reasonable  goal  to  create  a  regional  or  western  Canadian  system. 

Alberta  is  in  a  position  to  provide  proactive  leadership  to  the  western  Canadian  dairy  industry. 
Managing  change  is  essential.  Using  the  existing  resources  and  expertise,  the  Board  can 
service  the  needs  of  producers,  processors,  consumers  and  government  in  meeting  future 
challenges. 

A  short  term  project  aimed  at  bringing  illegal  milk  producers  and  processors  within  the  law  is 
a  priority.  This  will  be  a  joint  venture  with  the  Canadian  Dairy  Commission,  Agriculture 
Canada  and  Alberta  Agriculture  Food  &  Rural  Development. 
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